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Rural Health Clinics (RHCs):

For services provided by an RHC and other ambulatory services that are covered under
the plan and furnished by an RHC in accordance with Section 4231 of the State
Medicaid Manual (HCFA Pub. 45-4).

For RHC facilities employing the Prospective Payment System (PPS) Methodology.

(a)

(b)

(c)

In accordance with Section 1902(aa) of the Social Security Act as amended by
the Benefits Improvement and Protection Act (BIPA) of 2000, effective for the
RHC's fiscal year which includes dates of service occurring January 1, 2001, and
after, RHCs will be reimbursed a PPS per visit rate for Medicaid-covered
services. There will no longer be a cost settlement for RHCs for dates of
services on or after January 1, 2001.

The PPS per visit rate for both hospital-based and freestanding RHCs will be
calculated based on one hundred percent (100%) of the average of the RHC's
reasonable costs for providing Medicaid-covered services as determined from
audited cost reports for the RHC's 1999 and 2000 fiscal years. The PPS per visit
rates will be calculated by adding the total audited reimbursable costs as
determined from the 1999 and 2000 cost reports and dividing by the total audited
visits for these same two periods. In the event an audited cost report will not be
received from the Medicare Intermediary, the PPS per visit rate for both hospital-
based and freestanding RHCs will be calculated based on one hundred percent
(100%) of the average of the RHC's reasonable costs for providing Medicaid-
covered services as determined from audited or unaudited cost reports for the
RHC's 1999 and 2000 fiscal years.

For hospital-based RHCs, an interim PPS per visit rate for each RHC will be
calculated based upon the encounter rate from the latest finalized cost report
settlement, adjusted as provided for in Subsection (h). For freestanding RHCs,
the interim PPS per visit rate for each RHC will be based upon the per visit rate
in the Medicaid payment system as of December 31, 2000, adjusted as provided
for in Subsection (h). When the commission has determined a final PPS rate,
interim payments will be reconciled back to January 1, 2001.

Reasonable costs, as used in setting the interim PPS rate, the PPS rate or any
subsequent effective rate, is defined as those costs which are allowable under
Medicare Cost Principles as outlined in 42 CFR part 413. The cost limits that
were in place on December 31, 2000, shall be maintained in determining
reasonable costs. Reasonable costs shall not include unallowable costs.

Unallowable costs are expenses which are incurred by an RHC, and which are
not directly or indirectly related to the provision of covered services according to
applicable laws, rules, and standards. An RHC may expend funds on
unallowable cost items, but those costs must not be included in the cost
report/survey, and they are not used in calculating a rate determination.
Unallowable costs include, but are not necessarily limited to, the following:
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Rural Health ClinicstRHCsy—continued

For services provided by an RHC and other ambulatory services that are covered under
the plan and furnished by an RHC in accordance with Section 4231 of the State
Medicaid Manual (HCFA Pub. 45-4).

RHCs may be reimbursed using an alternative methodology. Written and signed
agreements will be obtained from all RHC providers agreeing to the alternative
methodology.

(a)

(b)

(c)

(d)

In accordance with Section 1902(aa) of the Social Security Act as amended by
the Benefits Improvement and Protection Act (BIPA) of 2000, effective for the
RHC's fiscal year which includes dates of service occurring January 1, 2001, and
after, RHCs will be reimbursed a PPS per visit rate for Medicaid-covered
services. There will no longer be a cost settlement for RHCs for dates of
services on or after January 1, 2001.

The PPS per visit rate for both hospital-based and freestanding RHCs will be
calculated based on one hundred percent (100%) of the average of the RHC's
reasonable costs for providing Medicaid-covered services as determined from
audited cost reports for the RHC's 1999 and 2000 fiscal years. The PPS per visit
rates will be calculated by adding the total audited reimbursable costs as
determined from the 1999 and 2000 cost reports and dividing by the total audited
visits for these same two periods. The per visit rate using this alternative
methodology will provide reimbursement equal to or greater than what would
have occurred under PPS. In the event an audited cost report will not be
received from the Medicare Intermediary, the PPS per visit rate for both hospital-
based and freestanding RHCs will be calculated based on one hundred percent
(100%) of the average of the RHC's reasonable costs for providing Medicaid-
covered services as determined from audited or unaudited cost reports for the
RHC's 1999 and 2000 fiscal years.

For hospital-based RHCs, an interim PPS per visit rate for each RHC will be
calculated based upon the encounter rate from the latest cost report settlement,
adjusted as provided for in Subsection (h). For freestanding RHCs, the interim
PPS per visit rate for each RHC will be based upon the per visit rate in the
Medicaid payment system as of December 31, 2000, adjusted as provided for in
Subsection (h). When the commission has determined a final PPS rate, interim
payments will be reconciled back to January 1, 2001. Adjustments will be made
only if the interim payments are less than what would have occurred under PPS.

Reasonable costs, as used in setting the interim PPS rate, the PPS rate or any
subsequent effective rate, is defined as those costs which are allowable under
Medicare Cost Principles as outlined in 42 CFR part 413. The cost limits that
were in place on December 31, 2000, shall be maintained in determining
reasonable costs. Reasonable costs shall not include unallowable costs.
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